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MF 'ED # maf SEP2 61989

Jouayr Appiteants

Jdi bave cousldered your anpilcarton for recognition of wxempeion
frowm Fecderal lncome Taxz under Section SUI(¢)(J) of the Interual
B wrun Code of 1984,

Y/ taforaation subultred Jisclracs that you were incorporacced on

under the nonprofit corporation lawvs of the
State of . -

Aceording to your Artici:a of incourporatfon, the purpos: of your
corporatfon Is "ro make an fmpact in the lives of fndividuals
threougn the Yespel ot Jesus dhrist. The goecl of the corporation
{18 to facilitate 3iblical counscvling in the context of
toterpersonal, fatisn=rersonal, apnd marital concerns, through
mavrrisge and family counseling, scewinars, Bible teaclhing ound
prenching , nusfe cancerts, tape minfsgtry, radfo’ brordeasting ard
small group Intersctioneces”

The prigory activity of vour otp¢n$ at ”ﬁxetal(ﬂﬂ of a
counrvling ceoters, TYour pr*mary'sourc me 18 counseling
and verinar fvesese The counscling services are provide by .- .
who has a M.A. in Biblical: Counseli“g. The fees for o
tieses servicce are s. per session. ~The averag o8t for therapy .
in other private practices In the arear i per
srssion. sdeminar fees are SHE the first hour for any
additional hours. .

Your organization 18 controlled by
{ﬂ‘li‘v].ﬁl!nlf;-
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are husband and wife.

BN (s the brother of

Tye follow,

nses appear in the financial statements o
organizatio .

ature of Expense
1. .Persona
2. Personal .
3. 33 es of
4, f record album for ;
S. Entertainment of potential supporters of the organization.

ational loans of
ease of automobile b

In addition to the above expenses, a salary of Sfjrer veek is
paic¢ by the organization to along with health :
instrance, 1life insurance and retirement benefits.

Section 501(e)(3) of the Code provides for the exemption from
Federal Income Tax of corporations organized and operated
exclusively for religious, charitable, literary, scientific, and
educational purposes; no part of the net earnings of which inures
to any private shareholder or individual. ’

Section 1.501(c)(3)-1 of the Tax Regulations relates to the
definition of the organization and operation of organizations
described in Section 501(c)(3). It is quoted, in part, as
follows: i

"(a) Organizational and operational tests. (1) In order to be:
exempt as an organization Jescribed in Section 501(c)(3), an
organization must be both organized and operated exclusively for
one or more of; the purposes specified fin such section. If anm .,
organization”fails to meet either the organizational test or th

: 2
operational test, it is not exempt. (2) The term "exempt purpose
or purposes™,.as used in this section, means any purpose or
purposes specffied in Section 501(c)(3)...." o
"(b) Operational test. (1) Primary activities. An organization
will be regarded as "operated exclusively”™ for one or more exempt
purposes onlyiif it engages primarily in activities which _
accomplish on r more of such exempt purposes specified in .-
Section 501(¢)¢3). An organization will not be so regarded if
more than an gub. ntial part of its activities is not 1in

furtherance n excuapt purpose. (2) Distribution of '
earnings. ‘ganization is not operated exclusively for one or

more exempt
part to the

oses if its net earnings inure in whole or 1im .

fit of private shareholders or individuals..." "

Section 1.5M 3)~1(a) of the Income Tax Regulations provides
that in order to be exempt as an organlzation described in
Section 501(6??3), the organization must be one that is both
organized and operated exclusively for ome or more of the
purposes specified in that section. If an organization fails to
meet either organizational or the operational test it is not
exempt.



Cowithin the weaning ¢f Seccfonm 32L1(c)(3).

- will not be 30 regarded if more than an insubstantial part of | 1:0

(N

Section 50i(c)(3) ef the Code. In addition, your counseling .
‘service has the characteristics of a tradc or business and is not

1Y0u are required to file Federal Income Tax Returns.

?&ontrlbutlons made to you are not deductibic by the donors as

Section 1.501(c)(3)-1(e)(l) of the Income Tax Regulations

provides that "an organization will be regarded as 'operated
exclusively' for one or more exempt pu poses only if f{r engage
primarily in activities which accomplish one or more of such
exeupt purposes specified In Section 50Ui(c)(3). An organization

activities 18 not in furtherance of an exempt purpose.”

Section 1.501(ec)(3)~1(d)(1)(1i1) of the Income Tax Regulations
provides that an organization i{s8 not organized and operated
exclusively for exempt purposes unless it serves a public rather
than a private interest. Thus, it 18 necessary for an
organization seeking exemption under Section 501(c)(3) to
establish that 1t is not organized or operated for the bencflt of
private interests such as designated individuals, the creator or

his family, shareholders of the organization, or persons o

controlled, ditectly or indirectly, by such private {ntcerests.
————

Your organization's primary activity 18 counseling which is
conducted 2nd controlled by your foundling Director and President,

e« Your Board of Directors Is made up of your
creator, his brother, and his wife. GSubstantially all of your
fincome is elther pafd directly to your creator in the way of
salary, or {t 1g used to pay the personal and professional
expenses of the creator aad his tamily, such as food,
transportation, moving ecxpenses, educational loan expenses,
entertafnnent expenses aund recording expensese The fees that are
charged for your services asare couparable Lo those charged by any
other counselor with a private practice in the area.

Your organization does not qualify for exempt status under

Section Sul(c)(Z) because you are operating for the private
benefit of your crecator. The payment of your creator's persomal —mm
expenses constitutes inurement and 1s ocutside the scopc of

in furtherance of an exempt purpose.

Accordtas iy, we Lave concluded that you are not entitled to

recogr tion of exemptlon from Federal Income Tax under Section
501(c)(.,; of the Cod., since you are not organfized and operated
exciusively for charitable, religlious, or other exempt purposes

charitable contributions as defined in Section 170(c¢c) of the
Codee.




If you do not agree with thesc conclusions, you may within thixp
days from the date of this letter, file a brief of the facts,
and srguments (in duplicate) which clearly sets {forth your
position. fn the event you desire an oral discussion of the
issues, you should so indicaete in your submission. A confere
will be arranged in the Regional Office after you have aubmitc
your brief to the Chicagc District Office and we have had an
opportunity to consider the brief and it appears that the
conslusions recached are gtill unfavorable to you. Any submiss
must be signed by one of your principal officers. If the matter
{a to be handled by a3 representative, the Conference and Practice
Requirements regarding the filing of a power of attorney and

evid nce of enrollment to practice must be met. We have enclosed
Publication 892, Exempt Organization Appeal Procedures for

Adverse Determinntlons, which explains in detatl your rights and
procedures.

If you do not protecst this proposed determination {n a timely
manner, it will be considered by the Internal Revenue Service 88 . qpe
a failure to exhaust avallable administrative remedies. Section
74283(b)(2) of the Internal Revenue Code provides in part that "A
declaratory judgnent or decree under this section shall not be
issued in any proceeding unless the Tax Court, the Court of
Claing, or the District Court of the United States for the
District of Columbias determines that the organization involved
hes exhnusted administrative remedies available to {t within the
Internal Revenue Service™,

Pleagnr keep this determination letter in your permanent record

[f you agree with this determination, please sign and return th
enclosed Porm 6018,

[f we do not hesr from you within 30 days from the date of this!
letter, this determination will become final. 1In accordance w
Code Section 6104(c),; we will notify the appropriate State
officials of thts action.

Very truly yours,

District Director

Enclosures:
Putlicavion 89/
Feire 6013






